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On Nov. 10, government, labor union and private sector employer representatives signed the sixth
renewal agreement of the Economic Stability and Growth Pact (PECE). The three parties have
updated the PECE every year since 1987 as part of a concerted effort to reduce inflation, stabilize
prices and wages, strengthen the domestic market, reduce the foreign debt, and stimulate economic
growth and investment. The newest version of the PECE, in effect until Jan. 31, 1993, stipulates a
maximum 46% price hike for gasoline, and 15.3% for electricity. The minimum wage will not be
raised beyond 12%. Next, existing value added tax (IVA) rates of 20% and 15% will be combined
into a single rate of 10%. Current exemptions from the IVA for food and medicine products are to
be maintained. In an effort to offset inflationary pressures resulting from wage and price hikes, the
pact also stipulates a 50% reduction in peso mini-devaluations vis-a-vis the US dollar. Business
leaders promised to avoid passing higher labor and energy costs specified in the pact to consumers,
and that producting cost savings derived from IVA reductions would be reflected in goods and
services prices. Although a signatory to the agreement, the Mexican Workers Confederation
(CTM) has announced plans to continue applying pressure for higher wages. CTM president Fidel
Velazquez said the minimum wage increase specified in the pact "should have been 20% or more."
The Democratic Revolution Party (Partido de la Revolucion Democratica-PRD) described the 12%
minimum wage hike as "ridiculous." In a communique, the National Action Party (PAN) said the
wage increase was inadequate to offset the decline in purchasing power, and demanded that the
PECE be presented to Congress for consideration. Next, during the first five days after the PECE was
signed, the government's Consumer Protection Office (PROFECO) ordered the closing of over 500
business establishments for violating PECE commitments. In the same period, PROFECO received
over 3,000 complaints from consumers reporting on overpricing by merchants. (Sources: Notimex,
11/10/91; La Jornada, El Financiero, 11/12/91; Agence France-Presse, 11/10/91, 11/15/91)
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